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MEMORANDUM November 16, 1943 
TOs ee Mit yee Ba LAOS OnLer 


FROM: Barbara Donald, 
Canadian Section 


- SUBJUCT: The Payment of Subsidies Under The Canadian Price Ceiling 


1. Weed For Subsidies Under Price Ceiling 


The payment of subsidies has been sn essential part of 
Canadian price control since the government first introduced a compre- 
hensive control system. The principles and administrative organization 
of the Canadian subsidy program are directly related to the price control 
policy followed by the government. Canadn was the first of the democ- 
racies engaged in this war to introduce a gencrol ceiling over the prices 
of ell goods, services, wages and salaries. wy; This price and income 
Gciling was introduced in December 1941 and has been more or less rigidly 
and successfully maintained during the poriod of nearly two years since 
its introduction, The cost of living index which. had risen approximately 
15 percent in the 27 months between August 1959 end December 1941 has 
risen only slightly more than & percent in the 22 months since the es- 
tablishmengior the price ceiling. 


In spite of this policy designed,to freezs production costs, 
the government recognized the fact that certain co osts could not be 
controlled or stabilized and that the payment of subsidies was necessary 
if the general price ceiling was to be maintained. The Wartime Prices 
and Trade Board had already been granted broad power to institute a 
Subsidy program or at least to recommend the payment of subsidies to 
the Minister of Finance, the responsible cabinet Minister under which 
the Board operates. In practice, the Board actually formulates policy 
and administers the program. When the price ceiling was first introduced 
the government specifically stated that if there was an unreasonable 
Squeeze between costs and ceiling prices ‘the Fo ear ee ORR oC ate 
the people as a whole, should..e.«etake a share hel the burden ae way of 
a BUDEI AY 9.< s « ¥ OT in some other appropriate way” et 


, 1/ P.c. 8528, The Wartime Prices and Trade Regulations, November 1, 1941 
i ~ (consolidated) as amended; P.C, 5963,.The Wartime Tages Control Order, 
ution > duly 10, 1942,.as amended; P.C. 9298, The “Wartime Salaries Order, 
November 27, 1941, replaced by P.C. 1845; , pebruary ©7, 1942, as amended. 
ef Wartime Fiticee and Trade Board, Preliminary Statement of Policy, 
'* November 21, 1941, p. 5. PAGAN ON RR A NTA 
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In discussing the subsidy policy of the government before | 
the House of Commons in April 23, 1942, the Minister of Finance stated 
in clear and unequivocal terms the bate reasons for a subsidy program) === 
nae necessity for subsidies or their equivalent," Mr. Ilsley op 

“arises from the fact that the costs of providing goods or services to oar 
the Canadian consumer cannot be completely controlled or from the fact 
that in some cases these costs were actually higher at the time the 
ceiling was imposed than the level of costs that were then being reflect 
in the prices charged.......In so far as these costs rise beyond the 7) 
amount which the industry can absorb with fixed prices, we must cither 
do without these goods, or raise the ceiling on their prices, or else — 
pay subsidies or take some equivalent action to meet these increased 
costs." 1/ <y ; 

The government decided that sound. economic and social policy a 
dictated that the government should take the responsibility of ensuring 
adequate supplies of essential goods at stable prices. If the price 
ceiling was to be held, provision for subsidies had to be made. © Ties 
Minister of Finance eaehaaiead that the decision to pay subsidies to ~~ 
producers rather than grant price increases is based on the assumption 
that it is a less expensive and less inflationary method of control. 
He argued that the payment of a small subsidy to producers prevents 
pyramiding of costs and the far greater total prop ortionate cost to 
the government and to the individual that price increases all along © 
the line would entail. Subsidies are no more inflationary than price — 
increases would bes In fact a rise in prices places as much 1f not) 
more additional spending power'in the hands of producers and most 
important of all, it could not be subjected to as close control as 2 ; 
subsidy. | eee 


Subsidies have been paid to serve a variety of purposes, 


“(1) The major problem inherent in the establishment of a 
general price ceiling effective simultaneously at the manufacturing, 
Wholesale and retail, ikevel) is that pricé relationships between the 
different levels are’ out of line. Due ‘to. the normal time-lag, mem a Bs 
base period costs are not reflected in base-period prices. The result~ 
ant, "squeeze" primarily at the wholesale and retail level may, if not ~~ 
corrected, result in undesirable, inequitable and in some cases pro= 7 
hibitive burdens on wholesalers and retailers and will dislocate and 
hamper the production and distribution of civilian goods. Since 
government policy required a rigid holding of the retail Niece 0 the 
Prices Board handled this problem by “rolling back the squeeze” by + 
means of price reductions or increases ‘at the producing or wholesale 
level in order tp oe the squeeze shentan requiring reasonable - 


and stendardi 20 tion programs and wherever “warranted the payment of. 
subsidie 


if Canada, House of Commons Debates, Thursdey April 23, 1942, p. 2046-57. 
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(2) Certain costs cannot be stabilized no matter how rigid 
or comprehensive a ceiling is placed over priccs and wages. One 
obvious category of cost which cannot be controlled by the price con- 
trol agency is amported goods, the prices. of which are to a great ex- 


‘tent beyond the control of the domestic price control agency. Since 


imported goods constitute. such a significant factor in the Canadian 
economy, import prices could not be exempted from the gencral price 
ceiling and some method had to be adopted to stabilize their prices. 
Originatly, in fact, the Board expected that the chief need for ‘sub- 
sidy would be to sonnei es for increased import prices. Experience 
under the price ceiling has, hovrever, showed that there are many do- 
mestic costs which tend to increase no matter how rigid the ccilings. 
Unavoidable and uncontrollable increases in real costs in the domestic 
field arise from the use of less efficient labor, the use of substitute 
materials, changes in source of supply and form of transportation, and 
a number of other causes. Unless the government is willing either to 
permit a decline or in Some: Cases. a compl ste cessation of production 
Sr Esuop worl perniy tne breaking or the ‘cetling,. those nercases’ in 
costs must be subsidized. 


(3) Subsidies are also necessary to maintain and increase 
production and supply, particularly in the case of high cost pro- 
duction. 


(i) Subsidies are often necessary in wartime where condi- 
tions of supply and distribution are frequently abnormal in order to 
promote the proper flow and allocation of supplics. 


(5) Tomporary subsidies are often necessary to compensate. 
for invenvory losses accompanying a price reduction or as interim 
measures while a price adjustment is put into cffect or while a re- 
duction in costs is secured through rationalization, simplification 
and standardization programs. 


2. Administration of Subsidy Program’ 
The duty of recommending the payment of subsidies in order 


to restrain increases in the cost of living or to offset uncontroll- 
able increases in other costs was originally entirely granted to the 


Wartime Prices’ and Trade Board. The power to authorize and administer 


subsidy programs has in practice been exercised by the WPTB, subjest 
to the, direction of the Minister of Finance. A special corporation, 
the Commodity Prices Stabilization Corporation ( PSC) was establish- 
ed lig to operate under the direction of the Board and this corporation 
has administered subsidy and purchase and sales operations instituted 
by the Board. - The oe Board formulates general subsidy policies as 
well as the formulas and rates employed, cxcept in the case of imports 
where, formulas ‘and ea are worked by the corporation on the basis 


i/ P. C. 9870, December 17, 1941 
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of. the one, policies approved by the Board. ’ The: corporation 
ministers the programs in line with the principles worked out by 
Board, verifies claims and makes the actual payments. . 


Pivoiedaut tha war Ay pe Ne the ee of nna ei sna Boa 
operating under its direction. These subsidies have been principa 
designed to increase or direct production rather than to control’ on 
‘It is difficult, however, to distinguish between these tio types f 
subsidies since most production subsidies operate and in some ea 
are designed to operate also as price. stabilization measures. er 
has been considerable friction between the Department of ‘hericult 

and the Prices Board regarding the farm price and subsidy policy « 
lowed by the Board. In many cases the Department of Agriculture . 
that the Board's subsidy program was either inadequate or ill-timer 
and also argued that. higher prices: were a heaieahenes to bring. forth 

ficient supplies. aa 


In February 19h3 a telari fication’ of povers sua respons 
bilitics between the Department of Agriculture and the WPTB Was n: 
nounced. LA fhe price ceiling even in regard to agricultural pr d 
was” foe pelaxedy The Prices Board continues ie De. aes 


food imports ete their Jeena undead 
final res pene ele in salt naira OF prices 


cultural foodstuffs under nee price ca thaneae chaplianes: ate ‘hee c 
Board, amd if production is not forthcoming the Department and then 
Boird must concult reernding (hice peps foi taken, which may con st 
of subsidivs, ariec’ idjustments or other measures, The Department o: 
Agriculture has, However, been aye te the power to recommend sub= 
sidies to primary producers and must be consulted by the Prices B 7 
in regard to ch consumer “subsidies introduced dats the saa 


trols Save on A nidae consumers. iat of food ‘onteae 
wheat which is Nae. the. ria loaner of ie pots ete of Rees. 


| Mara ge A are ao whe drawback or subsidy eka on 
wheat to millers in order to maintain ceiling prices on flour in 
the face of increases in the price of wheat is paid through | the 

Canadian Wheat ee by the Departmont of Trade lie Maa 


rc 


addition, a few speciel production subsidies are paid by the Depart- 
ment of Munitions and Supply, the:government 2 agency responsible for 
the procurement of all war materiel, and also responsible for all 
controls except price over raw and industrial materials and war pro- 
duction. 


a, Frinciples of Subsidy Program. 


The effectiveness of a subsidy program and price control 


system cannot be attributed solely to the fact that a subsidy program 


is in existence and a general price ceiling ha i enc established. Its 


“effectiveness arises chiefly from the estates ised and the policies 


followed in administering the price control and ay program coupled 
with the general economic and fiscal policies followed by other govern 
ment agencies. The most important principles of the Canadian subsidy 
policy are summarized below: | . 


1, Power to authorize and administer subsidics has been 
granted to the agency which has broad power to control the prices 
ond with some exceptions the supply, production and distribution of 
ali civilian goods and services. All possible production costs 
have been placed unde? rigid control. Although wages and salarics 
are controlled by the Mationcl Yar Labour Board and nob by the Ware 
Gime Prices and Trade Board, the wage and salary ceiling was. imposed 


at the same time os the general price celling and is considered an. 


essentialifactor in »rice control policy. Although the Department of 


“Agriculture has aliays exercised certain controls over agricultural 


production and distris miden, 1b was nob until February 193. thet: 
pense for producer subsidics was transferred from the ‘Prices 


‘Board to the Pees The Deportment is responsible for produc~ 


tion of food and agricultural. pro a: anda for certain -phases of non- 
civilian and pre-retail distribution... i 


ae _ @. Subsidies are authorized only on essential goods when 
adequate supplics are not forthcoming under the established ne 
eciling.. Weta ai . 


» 3 Subsidics are wot payable on all cost inéereases but are 
strictly limited’ to the amount which cannot be "reasonably! absorbed 
by the industry or firm applying for a subsidy. In the case of non- 
food subsidies, particularly, cligibility for subsidy is often ap- 
proved only if the industry or firm agrees to special government 
control of profits. Profit control is achieved through the limi- 
tation of subsidy payments to those manulacturcrs or importers who are 
not earning teu: profits in the 100% bracket (as defined by the Ex- 


cess Profits Tax Act) exclusive or inclusive of subsidy. Subsidics 
are therefore cs payable to manufacturers or importers in the 100% 
eXcess profits tax bracket, i.e. those earning more than 116-2/3 


percent of standard profits (normally Hea profits during the 
four years. 1936 through 1939). The use of this formula relieves the 


Prices Board of the problem of setting up profit standards and deter- 
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mining reasonable profits since it accepts the formula and financial 
data of. the Department of National Revenue. Any subsidies paid to 
manufacturers in the 100% exeess profits bracket would be entirely 
returned to the government in the form of taxes at least during the 
war (a post war 20 percent refund is provided for). This formula 
operates to minimize the total cost of the subsidy program and to 
ensure that unvarranted subsidies are not paid. Irrespective of the 
profit or loss position of a particular firm in regard to the par- 
ticular product which may be subsidized, subsidies are often only paid 
if the overall ‘profit situation of the firm justifies it. The appli= |= 

cation of profit control tends to minimize the cost of subsidies and 
to prevent payment of unwarranted subsidies since importers and manu- 
facturers will generally wish to avoid governmental supervision of 
their books and the additional work of processing and following pk 
applications unless the subsidy is necessary, 


lh. Even when a subsidy has been authorized in principle, 
it is ‘not obligatory but may be varied er refused atthe discretion 
of the Corporation if, for example, costs are deemed excessive or the 75 
cost or supply situction or profit position of the firm or industry 
changes. Subsidy programs are kept under continual review. Sub-— 
sidies may be reduced or abandoned and in a number of instances this 
has already been done. Where the payment of a uniform rate of sub— 
sidy fdr 211 manufacturers has been adopted for administrative eis 
reasons and this subsidy reduces the net cost of any individual man- ss 
ufacturer or distributor below the cost on which the ceiling is — ; 
based, either the ceiling price or the subsidy paid must: be “eorred= 
-pondingly reduced", ; 
5. Under no condition will a subsidy be permitted be con= — 
stitute a benefit or to be a source of special profit to the subsi- 
dized industry or business firm. In order to qualify for a subsidy, 
an industry is required to show that it has instituted all passible 
economies and that its margin of profit is no more than reasonable OF ue 
necessary. The industry receiving the subsidy must bear a part of amma 
the increased costs in respect of which the subsidy is paid and they) umm 
payment of oa subsidy is "conditioned upon certain action which in-= 
creases the costs or reduces the receipts" of the industry. The 
net effect of subsidies and price control should leave the industry 
in a worse, not a better, profit position than before the price 
ceiling was imposed. 1/ 


iy, Canada, House of Commons Debates, Thursday April 23; 192 
Th ame PO Get . 


6.° Subsidies are paid tq.bencfit the consumer and to 
keep down the cost of living. Various provisions have been es- 
tablished designed to prevent the'payment of subsidies on war goods 
and production goods. For example, production goods and other non- 
consumer goods have been declared ineligible for import subsid:. 
Goods sold to the Department of Munitions and Supply are not eligi- 
ble for subsidy. A special order has recently been issued providing 
for the recapture of: subsidies which may have been paid for rcasons 
of administrative expediency on goods which are not domestically 
Consumed but are exported or sold as ship stores. In this way sub- 
Sidies are restrictod to civilian commoditics domestically consumed. 
eince the government would ultimately bear the full cost in the case 
of-war goods in the event of eithcr a price increase or a subsidy, 
it was felt’ unreasonable ond unnecessary to permit subsidics to be 
paid on such goods or on materials entering into the production of - 
such goods. Apparently the Canadians have found it possible to 
Leoudue, wie el focus, of price, incer¢oases in the field of war'and pro- 
duction /zoods and prevent price, pressure as a result of price in- 
creases in this’ sector of the economy from being exerted on civilian 
Boods. for example, the corporation has been paying a varieby of 
retail and producer subsidies on lumber. Since the great bulk of 
lumber is used in war production or by industrial consumers who 
GOUleNapeoPor re increase; in.costs, these subsidies were recently 
Pescinded and) price increases permitted ell eclong the line... Con- 
sumers are protected by a ten. percent discount which will be paid for 
Cyl eweerparauLon, In practice, however, price: increases in: the 
Pieldcol we and’ producer zoods have been very limited. 


ie PLenougn ‘subsidies are really paid’ to the ‘consumer, 
they are technically paid to producers or primery distributors be- 
cause retailers and consumers are so numerous. ~As 2 matter of ad- 
ministrative convenience, the gencral policy of the Board is to pay 
subsidies at the level of trade at which there are the fewest firms. 
This is generally the producing or importing level, In.the case of 
most agricultural food products subsidies are paid to primary pro- 
cessors or distributors rather than to producers themselves, since _ 
the administrative task of making subsidy payments te innumerable in- 
dividual farmers would be enormous. Processors and distributors act 
as agents of the corporation in paying subsidies to the primary 
produeers and are reimbursed by the Corporation. Payment of sub- 
sidies at the lowest levels also prevents the pyramiding of cost in- 
creases and minimizes the tote] amount of the subsidy. 


6. The reduction of costs through stundardizgation, simpli- 
fication, the: elimination of unnecessary frills and services, the 
pooling and restriction of distribution and in general the rationali- 
gation of industry. has been continually insisted upon, This is an 
important factor in minimizing and even removing the need for domestic 
subsidies. 
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9. A special subsidy formula wos established to govern 
paynent of subsidies on imports as distinct from domestic products. a, 
Although the Board stated thet subsidies would be paid on all es- ey 
sential domestic products if necessary, no list of koumodstiies which Fa 
were considered essential was prepared or at least publicly ane 
nounced in advance. Domestic subsidies’ on particular goods have 
been authorized from time to time as the need arose. A quite dif— 
ferent policy was followed in regard to imports. Immediately 
after the introduction of the ceiling a policy was announced which | 
provided for the payment of subsidies on all essential consumer: 
“imports at a maximuni rate equivalent to the total cost increase 
Since the base period or over the costs determined to be appropri-s 
ate to ceiling prices. 1/ tnless specifically excluded, all con-— 
sumer goods including caduipment for the use of farmers, fishermen 
and other individuals in the course of personal trade or occupation, 
end matericls to be used in the production of consumer goods are 
automatically eligible for subsidy. In order to minimize the cost 
of import subsidies-and nrevent the payment of subsidies on unes= 
sentials, a long list of consumer goods has’ been specaiaear iy 
excluded from subsidy. This list which has been progressively 
broadened during the l-st yeer covers. unessential goods, goods sim— ~ 
ilar to domestic products which are available at, reasonable pricesss 
and in some cases goods the production of which is prohibited in 
Canadas Goods, which are exempt from the price ceiling or subjgeco. 
to bulk purchase by the government, sare not in any case eligible ba f 
subsidy. : \ 


_ Production, goods, industrial supplies and other non-con= 
sumer Head aré cree anes speci sings ruled eligible. Goods: 


agency Lor war sobesuant or ‘ts. agencies are specifically -exeludedes 


Even in the case of products specifically declared eligible 
for subsidy, the’ corporation at its owm discretion may deny the payne 
pinay subsidy entirely, may refuse to pay the maxinum subsidy, and may ga 
reduce and vary the subsidy at any time on the same grounds described am 
above as governing the payment of domestic subs idjess ~The statement — 
of import policy specifically denies subsidies to applicants if tae 
total subsidy payable in any one month is less than $25 or when the 
increase in cost is insignificant in relation to the amounts involved. 
Presumably intorters are csked 'to bear a squeeze roughly propor teaasas 
to that borne. by producers and sellers.’ The profit Gontrol formalims 
described above is also applied to imports, at: least in many cases. 


. 


ie WPrR, Statenent of tacpte Policy, hecauner yey ‘9h, (weviscd 
Jan. 1, Tle, Aug. T, L927 Rebs 1h, 19bs 
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In. 1942 a category of goods, which is eligible for subsidy 
but only after prior approval, was established, This technique of 
determining eligibility for subsidy is being increasingly used. [tis 
amore selective method and serves to minimize subsidy payments while 
at the same time sSaferuarding the payment of essential subsidies. “This 
group mow includes a wide variety of products. Furthermore, the corpora- 
tion may at any time refuse to pay the subsidy in any case where it 
belicves the importation was unjustified because adequate supplies of 
substantially similar goods of domestic origin were available at 
reasonable prices or when the cost of the particular goods is deemed 
to be excessive, e.g. if foreign suppliers attempt to take advantage of 
the situation or collude with importers to raise or maintain prices at 
unreasonably high levels. 


everal methods of payment and subsidy formula are followed. 
A subsidy may be paid to an individual importer either for a specific 
commodity or class of commodities or in the case of a firm with a large 
volume of varied imports, the subsidy may be determined not on the basis 
of individual commodities but on the basis of average import costs and 
the firm's general profit situation. Import subsidies may be authorized 
on an individual cost basis but for administrative convenience uniform 
or flat rate subsidids based on average costs or selling prices are 
paid wherever possible. If a flat rate subsidy results in an increase 
in an individual selber's profit margin, however, an appropriate re- 
duction in the ceiling price or subsidy must be made. 


10. Government purchase and sale has been used as a means 
of indirect subsidy, particularly in the case of imported products, | 
In most cases government purchase and sale is designed primarily to en- 
sure supply. The underlying reason for centralizing ail purchases in 
the hands’ of a government agency has becen.that the world supply available 
to the United Nations of many essential imports has been placed under 


‘government control. International agreements covering the allocation 


of such commodities frequently require, that purchases be handled in cach 
country by a fovernment agency. In many cases, however, the corporation 
sells at a loss at prices consistent with the price coiling in order to 
avoid the necessity of breaking the ceiling. Bulk purchasing under govern- 
mént auspices frequently operates to minimize or eliminate the need for 
a subsidy which would otherwise have to be paid, since it often results 
in a reduction of unit costs and permits lower selling prices than would 
otherwise obtain. The Wartime Prices and Trade Board has been granted 
broad power to buy and sell both imports and domestically produced com- 
modities and the Commodity Prices Stabilization Corporation in addition 
to administering the subsidy program has also administered purchase 

and sale program. 


Lion ‘aa ede ype ‘of, import Lena tay: Heke’ has aide 

used is the reduction. and romission of import duties and. taxes, a 

‘modification of valuation standards for customs purposes. — The .P 

' Board has been granted the: power to. recommend. such action te the — 

- Department of National Revenue. in cases where shortages. and cost : 
TONG ea creasés threaten the price sinha and ha recommendations. are | 

if ever meer | a 

Wey ane ae to the reneeeiod ee miat ri cation of special 

tapes Sees of the ten percent War Exchange Tax V/ end of ordin 

Verde ables. which has been.done from time to time in. regard to 

“particular commodities, several general actions have been taken de 

ing import duties for all commodities. .The imposition of special o 

dumping duties has been suspended and import and excise duties impose 

; in.other countries may be disregarded-in estimating the value for duty 

“of such goods when imported into Canada. On. individual authorization, 

duties may be levied on invoice value rather.than foee home market va 

‘as Bae cde anew Ae Rte, Tonle iake ai RD hee Fs err 


x important paetee: in ne price a and eNO program. pe is 
tratively easy pak om it does not &llow for plea moatrey of 


uel prrey. : be > : : Biphy be pear bie hoes > 


- % 
y 
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bE See) Reon ua pubes tae noe) heer uithoneea on ined 
limiting payments to high cost producers. or high cost. portions of a 
indi vidual daemiae s yeas In the: -domestie. sr es 6 a uniform ee 


operate to’ ee ageunt PS earinecdps és those eadsoe wean SoRtm: fees 
a subsidy. The rate of the subsidy would thus be established at t 
+ kevel necessary to bring in the required ae Pray Wea Arrespeet 
Py an A producer's. COS US.) Usk y as PaeRaa otubabeitieg eS WS | 


* 


Pas Since wages and salaries are: “subject tO a ceiling | 


Yiek been. to refuse Shea 6 to meet iaopeased wage ane cost. of ‘lis 
bonus costs. In principle wage rates are frozen and the rate of the 


cost of’living bonus would only be. increased if thes eds net a 
“broken. My eee y a aN aE . . 


thus conserve alia exchange. 
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4. Commodities Subject to Subsidy,;.- 


Commodities subject to subsidy may be divided into: two 
main groups - (1) food and agricultural products (2) and non-food 
products. There are important differences between the underlying 
problems governing subsidy programs and the basic reasons requiring 
the payment of subsidies between these two groups. <A distinction may 
also be made between domestic and import subsidies. Indirect subsidies 
in effect are also of two main types - government purchase and sale wee 
and remission and modification of duties and taxes. SD 


a. Food and Agricultural Product Subsidies 


The following food and agricultural products are now or have 
been at one time subject to direct subsidy. 


Domestic 


Domestic commodities cover; dairy products, including fluid 
milk, concentrated milk products, butter and cheese; a lare group of 
miscellaneous processéd groceries; specified canned veretables and 
fruits, i.e. tomatoes, peas, corn, beans, peaches, pears, plums, and 
tomato. juice, and tomatoes, peas, corn and beans in raw form when sold 
for processing; specified types of jelly and jam and specified berries 
and fruits when sold for processing into jam; frozen eggs; potatoes; 
White beans; flour; shortening; transportation of beef, butter, potatoes 
Sugeonier Pequsvuits; feed; fertilizer; wool; alfalfa; eggs for:.export; 
Gags, barley and certain secds; and apples. Some of these subsidies 
are primarily for the purpose of stabilizing or avoiding increases-in 
Pr Lccs While Ouners ars primarily to promote production. It.as diffieult 
to distinguish between these two types of subsidies as most production 
subsidies. are also indirectly instituted in the interest. of price stabili- 
zation, since otherwise production incentives might take the form of 
Price increases. In the case of apples; Subsidies, are: paid not: to in- 
crease production or prevent price increases, but to take care of surpluses. 
subsidies paid to offset increascs in the price of wheat cannot be class- 
ified as production incentives since government policy for some years 
has been to secure a reduction in wheat acreage and increases in the 
price of wheat have been approved on social and political grounds. 


Imports 


Although a relatively small proportion of import subsidies 
have buen paid on foods, some foods which are not domestically produced 
are or have been eligible, for import subsidies. Subsidies have been 


1/ See OPA, Division of Research, Foreign Information Branch memorandum 

~ "Government Purchase and Sale in Canada During The War", Foroign 
Information Serics No. 20, June 1943 and “Government Purchase and Sale 
of Food and Agricultural Products in Canada During The War", Foreign 
Information Serics No. 24, September 1945 
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paid on tea, cocoa, cocoa butter, cocoa beans, vanilla. beans, spice 5 
drisd fruits, peanuts, cleaned and unclwaned riog: tepioca, canns¢ 
corned beefy rennet, selt, lima beans, white corn, pHRnee ea 
juice, unsweetened fruit pulp, molasses. end skimned milk, powders 
these twenty commodities six - canned. corned beef, lima beans, be 
rice, tapioce, fruit pulp, and mhAperniUAe: juice - have been deol 
a . ineligible for subsidy. Six others - tea, cocoa beans, rant 
Tse! spices, dried fruits and pounuts - are now incligible for subsidy 
en | thoy are ‘subject to bulk purchase by the CPSC which resells in whe” 
Nat domestic market at prices consistent with the price ceiling. Five 
cee ‘cocoa butter, salt, white corn, uncleaned rice, and molasses = are n 
eligible or ane v ey) after prior approval, Import subsidies have a i: 
been paid on a numbor of agricultural supply and equipment items, 
as seeds,’ fertilizers, and hie m canine el sy a eas Dus beh 


are now subject to gove petal ‘bull purchase ena sale programs, sub: 
of food imports have become relatively small. ‘ tsa 


Purchase end Sale 


subject to governme me purchase and Ae sions of Coan haeee 
oils, sugar, and such agricultural supplie S$ as fortilizers and pe 
are subject to indirect subsidy through government purchase and s 
programs. All these items are purchased by. the CPS¢ with the. exce 
of sugar. | ae imp nue ep padi nigieenie: ae by the ies 


‘Domestic foods and agricultural EPA 
ae sale Progr ane ats whe government are at pian 


ig ‘buy and s a on he bone ona ice beef bestia Pea aan anit 
hee) caren adsquate domestic supplies without, lifting: dome stié cei 
During the summer of 1942, the corporation bought cattle at expor 
and resold. them an the domestic market at priess app sr opriate he 
‘sale ceilings at a trading loss of eee ei mid Lions) a 
In order to provide. Ae ee nal par ie mates 
normal outlets for which had been adversely affected, by rationing 
CPSC has been authorized to purchase through retailors and other | 
all dairy jeans offered by Lita The Me cha en sells Ree | 


under very ni onal tarp « 
is Mi aansae! 


The government has also. aietee vei throes ‘the padiuh of he 


CPSC to assist growers and packers of vegetables and fruits. In this 
case the iia has not brie bak SEES Poe er punenage, oureuty) 


Uae Fare 


| aad ) hae hee 
has merely p guarenteed to purchase at stipulated prices any ews 
held’ by 2 cenner) as of a given date.) This is not necessarily s | 
subsidy but is) primarily a’ plan designed t» promote maximum production 
by puarenteeing a market at a minimum price for. all products. In 
practice no purchases have besn made by the Corporation. 


The Canadian Wool Board operating under the Prices Board 
has contracted to, purchase all domestically produced wool for the 
duration of the war and ane clip thereafter. A trading loss is in- 
Vaourred by the Board) on sales) of wool for civilian use ln orden to 
mmaintain, cei ling prices on wool textiles and which in 1942/43 amounted 
to $62 thousand. | 


, The Department of Agricultrue including the vdrious Boards 
operating under its supervision.and the Department of Trade and Commerce 
through the Canadian Whegt Board have instituted purchase and sales 
programs designed almost entirely to ensure maximum production for i 
‘flax and flaxseed of various types, soya beans, sun-flower and rape seed, 
vegetable seeds and dehydrated verpetables, Trading losses are incurred . 
on the sale of flax seeds for processing in order to keep down prices 
and although information is not available it is possible that losses 
may be incurred on some of these other products. The Agricultural supp ties 
‘Board has boen authorized to subsidize the actual de thy dration of certain 

types. .of vegetables. This program is primarily to encourage and increase 
the production of suppliss for war uses. The Special Products Board also. 
purchases. specified kinds of wegetable seeds, the maximum production and 
contraolle d use of which is considered vital. (t) the war) food program. , in 
‘Septenber, 1943, the government. prohibited furthe open market PROP Rn ee 
‘in wheat and has become the sole purchaser. of wheat. 


Reduction and Remission of Duties: abies AKes 


ae 


Foods for which import duties’ and taxes. have beon reduced or 
remove sd include ea, coffee, oranges, sugar, rice, dried fruits, bananas 
and’a nunber of fresh fruits and vogetables.- 


b. Non-Food Subsidies © 
: OS CT ST 


: E if 


Domestic ny iN Ma) 


eee tig subsidies cover; leather footwear; garment and glove 
leather; a number of miscellancous household items; soap; lumber; cheese 
boxes; fruit baskets; fuclwood; ec xal; and some miscellaneous items such 
mine pit props, ties, and pit wood. 


Imports 


Board. This 


Reduction and Remission of Duties and Taxes. 


EGR TOW 9 o's | | 


co 
-* 
*, 
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The great bulk of import subsidies are paid out on non-f 
items. Seventy percent of the total import subsidies paid out in 
1942 2/43 were on petroleum and in 1943/44 it is estimated that appr 

mately 37 percent will be paid on petroleum. Another important imp 
subsidy is on cotton and cotton fabrics, wool and wool fabrics, and 
other fibres and textiles. Raw cotton and cotton and cotton fabrics 
alone will account for 37 percent of 1948/44 import subsidies. Othe 
types of imports which have been subsidized include chemicals, drugs, 
oils and paint, earthenware and glassware, metals and fabricated mev 
products, cutlery, and tools. Sa 


Purchase and Sale 


Tndirect subsidies in the form or trading losses nae vee 
been incurred on a number of non-food items. Although it is unders: 
that trading losses during the first yoar of operations were chiefly 
on fodds, this situation. is expected to ‘be reversed aa 1943/44 with 
the ereat bulk of the losses occuring on on-food items principally 
wool yarns and fabrics, bindertwine and materials for its menufactu 

ndustrial alcohol, .cheesebox materials, bristles, chemicals and cot 
yarns and fabrics. | eL 


Trading losses aré also incurred by the Wartime Salvage 
Corporation, a corporation opera ae under the Lea PPLOss and Tr 


of acquiring and disposing of es or used material of all ‘tes 
addition to regulating prices for salvage and waste materials, atl ce 
facilities for the orderly marketing of salvage. 


Non-food items for which import dutics and taxes have been 
reduced or removed include coal, vegetable fibres, alfalfa meal, fe 
second-hand bagging, tin, rubber, bindertwine, a9 ON AM Ne, 


15 - 


Se Déetails.of Principal Subsidies 


a, Food and Agricultural: Products 


‘ 


Dairy Products 


One of the most important and certainly the largest domestic 
Subsidy paid has been on dairy products. The problem of establishing 
proper inter-relationships between the prices of milk according to 
various end products, either by means of price adjustments or by sub- 
sidies, has been a difficult one and has resulted in a series of 
price adjustments and subsidies. Considerab jle increases in the pro- 
duction of cheese and concentrated milk products have been necessary 
to meet war requirements coupled with a great increase in civilian 
demand for milk. At the same time dairy production costs have risen 
and since dairy products are one of the principal items in the cost 
of living, it has been important to prevent price increases in this 
field, vine 
Tempora ry subsidies were first paid on fluid milk both 
for consumption in fluid forma and for manufacture into concentrated 
milk products, effective-December 22, 1941. ih The subsidy .amount— 
ed to 30¢ per cwt. on milk sold for eee consumption in areas 
where there had: been no price increase since.August 1, 1941 and 
hO¢-per cwt. on milk sold for concentrated milk hanufacture above 
a minimum price of $1.70 per cwt. or the current price whichever 
‘was higher. Payments were made to producers by distributors and 
manufacturers who were reimbursed monthly by the CPSC, The subsidy 
was granted as a temporary measure to ensure adequate supplies 
while certain inequalities in the base period’ price structure.were 
corrected, Prior to the base period, increases in procucers?. 
prices in certain areas had been approved while prices in others 
had not increased. This subsidy was discontinued on April 30, 192, 
when the. Board issued a révised maximum price schedule which per- 
mitted some increases and was: designed.to provide acequate and 
equitable price returns without the need for subsidy. 


Froducers continued to demand higher prices, however, and 
in order to increase or even maintain production a subsidy seemed 
required, Effective September 1, 192, a new subsidy of 25¢ per 
ewt. on milk for sale’ at retail in fluid form in markets specified 
by the “Board was authorized. 


PeESponsLoLiaty: fox producer subsidies was transferred to 
the Devartnent of Agriculture and on April 3, 1943, the Minister .of 
Agriculture announced the details of the LL S(t price--subsidy 
policy covering butter and milk. On The. 25¢ per ‘ewt. subsidy on 


fluid milk was continued, Producers ‘of’ Pale used for concentration 


eee 


1/ WPTB, Fress Release No. 28, December 19, 19h, 
2/ WPTB, Press Release No, 0172; August 21, 1942. 
BAe POs 2709, Apralay toh, 
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purposes were to be subsidized also at a rate of 25¢ per cwt. during 
the winter months of October 1943 to April 194). During March and 
April 1943, the Agricultural Food Board paid similar subsidies on. 
milk used in coneentrated products. 


In spite of these subsidies, supplies ‘of milk and more 
especially milk products have been inadequate to meet requirements. 
Labor costs have increased and poor feed grain yields in Eastern 
Canada have resulted in the need to purchase an abnormal amount of 
additional feed. Farm labor is increasingly difficult to get and™ 
at the same time both civilian and military requirements in Canada 
have increased and export commitments to the U, K. have been stepped © 
up. In September 1943 the government authorized an increase in 
subsidy rates and announced a new subsidy on cheese designed to 
provide additional production incentives. sey ‘A maximum subsidy on 
fluid milk between October 1, 1943 and April 30, 194) of 55¢ per 
ewt. was approved provided that in areas where the 25¢ rate was 
considered adequate the subsidy should be limited to that amount. 
The subsidy on milk used for concentration purposes was raised to 
30¢ per cwt. during the same period. A new subsidy on’ milk pros \in 
cessed into cheddar cheese payable at a rate of 30¢ per cwt, between 
October and April was also authorized, The subsidy is in addition tae 
to the premium on quality and special factory LIND EOS subsidy — , 
already in é¢ffect, . 


«* 


In addition to these subsidies on dairy products paid at: 
the production level, a subsidy at the retail level of 2¢ a qt. of 
file Wie weonvth exiae eines December 1942. 2/ This subsidy is 7 
paid to retail distributors to compensate for a 2¢ a quart roll- 

back in the retail price of milk introduced at this time. This : 
retail price rollback was one of several put into effect in Decem- — 
ber 1942 to secure a reduction in the cost of living index in order) 
to avoid the necessity of authorizing an increase in the cost of 
living bonus. Payments are made monthly to distributors through the 
chartered banks. The CPSC continues to pay this smi the 
Prices Board remains respons? ible for consumer Sa oes 


In order to prevent ne development of an acute butter 7: 
shorta, ge indicated by a serious decline in production resulting from — a 
low prices of milk for butter manufacture relative to other uses, a ee 
subsidy of 6¢ a pound on butterfat (equivalent to 5¢ a lb. on putter) 
was authorized on July 1,’ Loe on all creamery butter. 3/ This | Ac 
subsidy did not remedy oie Se situation paige win vere See 


1/ P.C. 7142, September 9, 1913, as amended by P. C. Wee Septenber 
Pisa ts shyt ip a . i, 
2/ WPTB, Acdress by Hon. J. L. Ilsley, Minister of Finance, Decem- a 
ber 3, 1943, Ba igey 
By WPTB,; Press Release No. CLIip. Meuse. 19h3~ 


be WR aes 


Butter rationing was introduced in December 1942. At the same time, 
the seasonal price increases for butter, which had been previously 
authorized, were cancelled in order to remove any incentive to with- 
hold supplies and the subsidy was increased to 10¢ a pound of butter- 
fat for the period Becembur 21, 1942 through April 30, 193. 1/ 
Early in April the Minister of Agriculture announced that a subsidy 
of 8¢ a lb. would be effective May through December 1943 which would 
be raised to 10¢ for the months January through April 1944. It is 
reported that the production of cheese and other concentrated milk 
products declined as a result of increases in butter production 
following the inervase in the -butterfat subsidy in December 19h2. 
For this reason, no increase in the butterfet subsidy was made in 
September 1913 when the new cheese subsidy and an increase in the 
subsidies payable on fluid milk and on milk manufactured in concen 
trated form was approved, Prior to July 1942, returns on milk pro- 
cessed into butter had becn out of line with prices on milk for 
othsr uscs, Great increases in cheese and other concentrated milk 
product production has been necessary to mevt British contracts.: 


Canned Fruits and Vegetables 


Canned fruits and vegetables have been subject to subsidy 
Since shortly after the imposition of the general price cciling. 


In March 1942 it was found necessary to institute a price 
rollback for canned fruits and vegetables of the 1941 pack in order 
to relisve @ squeeze on wholesalers and retailirs. Viholesalers' and 
rctailirs! base period prices had been established on the basis of 
advance prices quoted by canners in the spring of 19)1. Canners? 
prices. increased before the end of the base period and wholesalers 
and retailers.found it difficult if not impossible to replacc stocks 
under wholesale and retail ceilings. Canners! prices were therefore 
reduced to the lowest price charged in the spring of 19h1 and whole- 
Sale prices wore reduced correspondingly. Sinee costs had alrcady 
been incurred, ‘an inventory subsidy was authorizcd to comp.nsate for 
this price “reduction. Owners of stccks were subsidircd, wholesalers 
to the full extent of the rollback and canners by 60% of the differ- 
ence, Hetailcrs were required to absorb the higher costs incurred 


on any stocks already on hand. 2/ 


: Increasing rowers prices, which were exémpu from price 
ceilings and increasus in which wore considered necessary by the 
government, coupled with other increased production costs requircd 
a subsidy on the 1942 pack of canned fruits and vegetables if price 
ccilings were to be maintained, 3/ Subsidics at specified cents per 
dozen cans were authorized on tomatoes, peas, beans, corn, tomato 
jJuict,peachts, pears, and plums, fart of the subsidy on tomatoes, 
peas, beans and corn was designed to enable canners to pay specified 


1/ WPTB, Press Relcase No. 0323, December 21, 1943. 

2/ WPTB, Order No. A-l and Statement Regarding Prices of 191 
Domestic Canned Fruits and Veg-tables and Subsidies Payable, 
March 24, 1943. 

3/ WPTB, Order No. 148, Junc 24, 1942, amended by Order No. 186, 
Scptember 6, 19h2. 
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“on canned vegetables will be paid at the same rete as the 192 


ey Oe: Bubeed eine produccurs for vcactables’ seld to canners. 


HA) eae Aude: No. ist, gust 2, bs. : 
; ay Pio, ne March ‘de, ven Nata Ce 


minimum prices to growers... those! cee prices: mainte hated ni 
of dollars per ton increases over 191 prices. The Commodity Pri 
Stabilization Corporation also, guaranteed te purchass at stipul: 
prices any surplus stocks of canned tomatoes, DEES, corn and gre 
and wax beans on hand efter February ay T9h3 5. Only canners who. 
growers! prievs which exevedcd 19] pricus by specified amounts 
indicated above were entitled to sell to the corporation. The i 
chase price was slightly higher than the maximum, degal prices cstab- 
itehed but) Lowur than the maximum price plus subsidy. : 


Ln Aes? imilar ee ro orram hes. eon. sarki Aa to cov 
1943, pack. 1/ Subsidies at specified cents per dozen cans. will 
paid by the GFSC on canners! sales of caahieain tomato juice, pe 
corn, green and wax beans, peaches, péars and plums, The subsim 


sidies less that portion of the subsidy paid in 192 to ‘cover ine 
creased prices to growers over 1941 prices, the subsidy for which 
is to be paid in 19143 by the Department of Agriculture. -An addith 
incentive subsidy for tomatoes and tometo juice has been autho: C 
by the Frices Board of 3¢ per dopen cans. of tomatoes end 2¢ per — 
cozen cans of tomato juice, TN as 


bh in “Subsidies aru payable at. tne Sol ion tap! noe ane cents per 
dozen cans - on 16 oz, cans. Appropriat. ratys on _ other Sizes” 
also specified, 


¥ | : a ig he Dozen ane | 
Pramumemasaane: inns Lone" 


Tomatoes!) | A) | 13¢ (26 One ie 
Tomato juice : O3a¢ (26 02, con) 
Feas | i) O5¢ (U6 OZ. onl 
Corry Cat . O5¢ a 

Green and wax beans. ; Se Uh 
Peaches - i GOg iin eae nn ae 
Rartlett Pears | AOR CNMI aon, 
‘Fuars : jC uel RL cen cae irk Rae 
Flums ) | , MeO MUM CATR UNE Mo ti 
Prune Fluns Paina BOE 1 TN oo lod 


The Department of Agriculture has taken over. the i 


purpose of this subsidy is to provide growers with, suitably hig 
returns over 19:1 prices in the interests of maintaining or even 
shakin production while iat the same time to avoid Lifting | 
canncers ceilings - Subsidies are payable at the following Bik = 
ihe ae BOM Me Mosat tbs uy aca AUURE fhe: tons peas, 910 a ton (shellod end 
and 2) 2 ton 1 (stra een anc nel or Wer pean OT. ain a 


i ‘ { hehe nyt ris Rot Oy To ta aay ean ie BYP 
Ae tehte VA ’) a Fad is ae ng HF ua Vi te ee aM Mi ip / Mh iF oe ; 
’ 


kee ai RRA Ti? Date E LS Rad UAT An edi ead 2 anh Ay We RUE Ae Ren OPH | Oy th SP) 


CU i a Ai ae eo 


In addition, indirect subsidics. to producers of fruits 
purchased.and used for processing have also been awthorized but 
these ars paid br the Commodity Prices Stabilization Corporation, 
Tho subsidi¢s at specified dollars per ton of peaches, plums, 
and various types of pears are paid to procussors but only on con- 
dition thy ray growers at specificd prices. 


The following prices to growurs and subsidies to processors 
have been spucificds 


Subsidy to 


rice to Grower Processor 

er Ton “Per Ton 
Poaches Oe "£67.50 
Bartlett Pears Mo, 1 100 - O.00 
Bartlett Pears No.2) {O | 30.00 
Clapp).= Pavorite: Fears Wo... 80° |). 30.00 
Flemish Pears Mo. 2 55 23.75 
RRS Peg rome e Geet t 60: 20,00 
Laciter Puars Nos 2 0 17.50 
Plums - All varieties 160 50.00 


This subsidy supercedes a subsidcv of 5 a ton which wa 
paid in 1942 by he PEYI CUS Boar ion Jest peaches processed. in 
ONGC Om Tae) LONE “subsidy was payable to processors who paid 
specifivd higher prices to growers as approved by the Ontario Farm 
Products Control Board. The subsicy was authorized to cnable 
processors) to sell the cannud) fruit under the eciling. 


A government DUYCiasy  Narontce (sim Lar po teat tn orpeot 
in 1942 hes been authorized by the Prices Board for specified kinds 
of (canned Truius as wellias vegetablis.: Arter December 1, 1943, 
tha CPSC mill purchase from canntrs any of the ‘specificd products 
at & maximum price slightly bulow maximum culling prices plus. sub- 
Sidy.s In the casey of canned vegetablis and tometo Juice, canners 
ero Only <2ipiole to seli’ to the corporation if they peid prices: to 
ane) growercqual to or execcedine Lyul pricus, 


Miscellancous Proressed Groceries end Housshold Goods 1/ 


In order to climinate a suriots squceze on vholusslcrs 
encvrutailvurs resulting Prom the application of the ¢encral price 
ceiling, manufacturcrs' maximum prices of « broad group of misevll- 
enceous groceries end houschold goods were reduced in Merch 192. 
Manufecturcrs! maximum prices were rolled back throes months from 
the highest prices prevailing in th. base puriod to the highdst prices 

prevailing in June 1941, 4 meximum subsidy to all menufacturers 
eqQuivei.nt to) the tote) omount of the rollback wes cuthoriacd end is 
Se ath el Uk er lanufecturers are not clipible for subsidy, 


lf teludus some non-food end avricultural product subsidics. 
2/ WTB, Ordur No, 116,) Merch 23, 192 arid Statement Res, Manufeec- 
DUPCrS | Prhoas’ of Speerr tod Grocurics end Subsidics Feveble. 


i 
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however, to the extent that they are earning profits in the 100% 
excess profits tux bracket, as defined winder the Excess Profits 

Tax Act. In other words, no manufacturer in the 100% excess profits 
tax bracket is eligible for subsidy nor will he receive any subsidy 
which will put him in this bracket. This proviso was designed to 
prevent the payment of subsidies to firms whose profit situations 

do not wirrant a subsidy as well as to minimize the total cost of the 
subsidy. This was the first instance in which this profit control | 
formula wes used but it has now been extended to many other subsidies, 


When this subsidy was first authorised it covered more than 
forty different items. The number has now been reduced to about 
twenty-five. In some instances it was found that a subsidy was not 
warranted, in others the need for subsidy was removed by instituting 
price adjustments or standardization programs, while in still others 
different subsidy arrangements had to be introduced, The commodities 
now covered include twenty-two foods ana four non-food items. 1/ 


It was possible through standardization to eliminate the 
need for subsidy for macaroni and zinc fruit jar rings, two of the 
commodities originally eligible for subsidy under this order. In the 

case of clothespins, a price adjustment involving the establishment 
ox uniform dollar and cents ceilings at all levels removed the need 
for subsidy. In the case of spices and coffee, a direct subsidy is 
no longer necessary, since all supplies are now purchased and sold 
by the CPSC which sets its selling prices at levels appropriate to 
processors! ceilings, irrespective of cost. In the case of such im- 
portant products as pow and pearl barley and puffed wheat, soap and 
cooking olis, maple syrup and jelly and jam, special subsidy ar- 
ransements had to ke authorized to compensate for additional in- 
creases, in costs. 


os 


Seieiael 


a Foods - baking powder; breakfast cereals; processed coconut 
(sweetened); ae cenccolate; cream of tarvar; cocoa and choco- 
late with. added ralt is; naste or nowder for beverage purposes; 
flavorinz ex ieee a jelly and pudding powders; mayonnaise and 

salad dressing: mustard=vrepared and dry: eanned meats (other 

than poultry and corned beef); canned molas ses; rolled oats and 

catmeal (except in bulk); peanut butter;pickles and relishes; 

split peas; canned pork and beans; canned soun; canned spaghetti; 

corn syrup; tapioca; and vinegar. lNon-food ~ floor wax; furniture 
polish and shoe polish; liquid ammonia, household cleansers, house= 
hold lye and washing soda; cornstarch and laundry starch. The 
following commodities were included originally but were removed 
after the program was initiated either because the squeeze was 

too apne to warrant a subsidy or because other arrangements were 

made to handle the squeoze problem. These are; evanorated apples, 

soda biscuits and sweet biscuits; processed cheese; mincemeat 
household brooms; wax papers; toilet paper; table salt. 


“STII BF 
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In the case of barley and puffed wheet « special subsidy 
was provided to compensate not only for the rollbeck in the base 
period to June 1941 but also to met increased costs of grain sincc 


the basc period. : 


Soap snd Cooking Oils 


This was also necessary in the ease of soap and cooking 
Gide on orderiTo comunszte for the grcetly: increased: cost of soils 
end fats curing 1912. The following new subsidy crrengement wes 
introduced. Lomestic subsidies are paid on inventorics as of 
December 31, 192 and on all purchases since that date. ‘The rete is 
the diffv-rence between laid-dowm costs and « lower schedule of prites 
eStebiisned by the Oils end Fats Administrator. Imported oils end 
fats are purchased by the CPSC and sold to manufacturers receiving 
the subsidy at the price established in this schedule. Assistance 
under this scheme on the part of sozp and shortening manufccturers is 
voluntery. Non-participants do not reecive the benefits of any 
government subsidy... Tha CPSC scils imported olis and fats to non- 
perticipents at cost, enufacturers applying for subsidy arc svub- 
ject.to prorit -control,: 


Maple Syrup 


Tn the case of meple syrup « diffcrent subsidy formulas 

Was required beccuse of the establishment of uniform dollar and 

ents ccilings on maple products in Nearch 19143. A subsidy was 
authorized for menufacturcrs and packcrs to eneble them to pay a 
Specified minimum price to produccrs for maple syrup. The subsidy 
is payable on sales of meple syrup, maple sugar and maple butter 
at the rete of k¢ per pound based on maple syrup content. The 
amount of maple sugar and butter on which subsidy may be claimed 
is limited to a fixed percentage of maple syrup secies, 


Jem and Jelly 


Rising costs of fresh fruits and berries coupled with an 
increcsingly serious supply situation resulted in the authorization 
of a new subsidy in June 1943 to encourage the production of jam and 
jelly. Uniform doliar and cents prices at the manufecturing level 
were cstcblished at levels no higher than those prevailing during 
the base period. To encourage the manufacture of jam’ and jelly at 
these prices, 2 subsidy was cuthorized as follows: pure logcnberry, 

1ack current, rea currant, dleckberry, gooseberry, apricot, cherry, 
peach, grape and plum jam at 3/h¢ a lb. and No. 2 (pectin) jam of 
these some varictics at $¢ 4 lb.3 No. 2 (pectin) strawberry and 
raspberry jam oat 14 2 1lb.: No. 3 (blended or compound) strawberry 
and raspberry jam at 3/l¢ « lb.; all grades of blackberry, bramble, 
black currant, read current, grape, crabapple, apple, quince end mint 
jelly at 3/l¢ « lb. 1/ si 


1/ WPTB, Order No, 787, Junc 25, 1943, amcnded.by order No, 933, 
October 20, 1913, 
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berries, eSNG ay loganburrtes, teolonomtngn ae eee 

ysed in the nanufacturc of pectin and compound jams, 1/ Menufae- 
ee rust pey specificd minimum prices to which the subsidy is 
added and cluim reimbursement of subsidy fron the ‘Departuent of 
Ha dain nig This arrengenont ta ago the Re of the ceeaecin! 


‘Ney folowing subsidy 3 ated ere now cnigenuanen 


i 4 . i . | bea IMAI See {i 4 


diy pf British Columbia 


a) Stine borrics - 6¢ Te. of Kee ry som and ee a “we oem 
No. 2 jam based on a minimum percnege cost of é¢ 0 lb 


i b) Respburrics ~ 3¢ a 1b, besud on 5 neinin pee 
coo of Hee tb, ON 


(aN ec} Loge Soke ma een besed ore a “minis pure Se 
oe Cos ie ra Lb. at : ue é 


a 


ae) ad). Gocseberries and currants - 46 2 a doce ee 
ee: mum purchase cost of now loss than the 192 pricey 


2, In Onteric and the East. at a 
ent tee ce ete ee ere BES tent ERRCTIN Re Se arate me EN (hay i H) , } 


a) Strawberries - 3¢ a lb. pS sud on niniman: ‘purche 


cost or O¢ ie He Ga 2 lg¢ a gt, (2 O'o2. en: Me i 


b) oR ssphorries ~ 3¢ ¢ 
So he ee f or re is, a a. ae Orde. Srna 


c) Loganberrics - “3¢ a lb. 


Sedalia Metallica 


ing prices vany Agee anc. i tiaee san, hela t me nunceuenes on. nf 
ul. The CPSC as A180 making dircet purchases during the curr 
season of burrins snd fruits in British Columbie. Strawberries, 
logenberries, logenberrics,: block currants or epricots oreserva 
processed in specified mannur are subject to this hen’ y i 
chase prograu, This progran has been instituted not as a means fie 
subsidy but principe lly phe nt eae ensure Bak tect) distribution 


S 


eer res)) Ge asa 


Ve CRO Tia Ua at deat 


ot ON re 
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This subsidy cevering all fruits and berries processed into 
jam and jelly will supercede the special subsidy paid in 1942 on 
strawberries for jam making. Under this subsidy processors who paid 
8g a lb, or more for strawberries for jam making and preserving were 
eligible to apply for a subsidy of 2¢ a pound during 1942, This sub- 
Sidy was necessitated at that time by a special problem. With the 
removal of Japanese labourers from the coastal area of British 
Columbia, abundoned strawberry acreage could not be taken over and 
Operated except at greatly. increased costs, The supply situation, 
however, became so serious that rationing of jam, jelly and other 
preserves was introduced in September 1943, 


Potatoes 


ee 


Several types of subsidies have been in effect covering 
potatoes. 


A subsidy on new potatoes was in effect during the months of 
dune, July and August 1945. rs Due to an acute shortage of old 
potatoes and the desire on the part of the Poard to prevent an increase 

in the cost of living, the Board took action to reduce the price of 
new potatoes to maximum levels established for old potatoes. Whole- 
Salers and retailers were reimbursed to the extent that their laid- 
down costs exceeded wholesale and retail ceilings respectively. No 
subsidies were payable on laid-down costs exceeding specified prices 
which varied downwards at stated intervals during the period of the 
subsidy. A similar subsidy was authorized to cover imports of new 
potatoes during June and July but a sudden increase in supplies from 
the U. Ss. resulted in the cancellation of this subsidy on shipments 
entering after July 3. 


In order to help alleviate the potate shortage and facilitate 
the movenent to Hastern Canada of surplus stocks of old potatoes in 
Saskatchewan and Minitoba, a temporary subsidy to cover part of the 
transportation costs was authorized during June 1945, 


White Beans 

With the establishment of maximum dollar and cents ceilings at 
the processor's levels which do not allow processors to pay sufficient- 
ly high prices to growers, a subsidy to be paid by the CPSC has been 
worked out. A maximum subsidy of 50¢ a bushel on Ontario white .bdans 
has been authorized. 


x Flour 

: * 

In order to maintain price ceilings on bread and other wheat 
products in the face of rising wheat prices, millers may apply for draw- 
backs. This drawback is psxid by the Department of Trade and Commerce 


1/7 WeTB, Press Release, No. 0519, June 1, 1943, 


a aeuetdeeeany larger this. ony year eithough no precise cet 
of the cost is aveilable. i; 


Viool | | ‘ | | ia 


In order ae encourage the production of a ereatey vo anne on 
good quality wool, a bonus of 4¢ a lb. has been authorized for wool. 
delivered according ie special standards of cleanliness, pus The ¢ 
ects of this bonus is sheared equally by Sh Dominion and the Provincial 
Ht Governments» Ba 


‘Transportation of Poodaturis | Rorig 


Gea ee 


i 
tion costs of such products as beef, butter, and pota hase to encou rage 


viata the movement of supplies from surplus to shortege areas, This. type of | 
subsidy is paid from time to time to meet omergency cond ae, 


A government subsidy on the Rustern tounkneae eae of Peed 
has been paid since 194]. ef Under the terms of this’ subsidy the 
government pays the full cost of Hastern transportation. A poor harve 
in the Bastern province in 1946, resulting in the necessity of. import: 
a much lerger proportion of the supply from the West than before anc 
consequently bringing about a further increase in costs, compelled th c 
government to introduce additional assistance and subsidy programs: 
government undertook to build up at its own expenss emergency reserve 
stocks of feed grain in Eastern provinces for use in the winter. Th 
government undertook to pay certain charges such as storage and ins 
abnormal transportation charges and other extra charges. 3/ 
the Department of Agriculture announced an additional subs idy prog am 
designed to'cncourage farmers to purchase feeds as far in advance as 
Sta i A tie scale of fatelsh dati dy was eee | 


with price Yk ee 


tr order to ensure an adequate supply of alfalfa meal (a good 
substitute for protein feeds) a subsidy to processors was ,authorizi 
the Depertment of Agriculture in February 1943. The rate of subsi 
$3.00 a ton. : bie 


T7 P.C. 172619, March 29, 1943, 
CS Gia ts O07 | Mette (20u Oe bain 
ie rie + 1/8880, June 8, 1943. 

4 1/5552; July 12, 1943, 
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Fertilizers 


a 


Fertilizer subventions are paid to compensate for increased 

transportation costs in order to inercase use vith a Vicw to increas- 

ing production of vital wartime crops such as grain and feeds, as well 
as to keep down farm production costs. 


As a result of a Wartime shortage of commercial: supplies of 
protein for feeds, it was desirable to encourage increased production 
of clover, alfalfa, and other legume crops which constitute principal 
sources of home grown proteins. Sines legume crops require liming of 
the soil, special Dominion payments to provincial governments were 
authorized a cover transportation costs, assist in the establishment 
or- operation of lime plan ie and reduce cost of lime to farmers, 


Tt is estimated that the subsidy on imported chumicals for 
fertilizer purposes will amount to $2.4 millions during 5 1945/44. 


Apples 

The apple industry has been one of the outstanding war casu- 
altics., Approximately one-half of the commercial pack was normally 
exported chiefly to England but as «a result of the war a drastic reduce 
tion in the export of fresh apples occurred. Sinoc the outkreak of the 
war, the apple industry has been indirectly subsidized. The government 
hus undertaken to dispose of the surplus by sgreeing to purchase speci- 


fied quotas at guaranteed prices. ‘These prices are supposed to provide 


returns to growers equivalent or nearly equivalent to what they would 
have realized on sales of fresh apoles, in spite of the fact that a 
great pert of the crop must be proces ssed and could not be sold at fresh 
apple prices. 


In connection with some of the purchase and sale operations and 
other typos of agricultural assistance programs conducted by the Depart- 
ment of Agriculture and the Canadian Wheat Board, varying forms of in- 
direct subsidies are in effect, A trading loss on flaxseed is incurred 
by the Canadian Wheat Board. In connection with the export price equali- 
zation program in effect for oats and barley, producers receive what 
amounts to a subsidy. Government purchase programs have been arranged 
for red glover, alsike and alfalfa seed in order to encourage and permit 
distribution at appropriate ceiling prices. Government financed programs 
40 secure the production of certain field root and vegetable seed crops 
are alse in effect, 


kh. Non-Food Subsidies 


errors 


4 


Textiles 


ee ae 


Cotton, rayon, jand) wool are all: subsidized or eligible for) sub- 
sidy or partial subsidy in one ferm or another. Clothing and home fur- 
nishings made from such textiles ure therefore indirectly subsidized. 


+ 26. <= 


Some imports and the entire domestic wool production are purchased by 
the government either through the Melbourne Merchandising Ltd., or 
through the Canadian Wool Board, both government corporations. The 


Wool Board operates under the supervision of the ijartime Prices and 


Trade’ Board and res¢lls wool to the mills for civilian goods at prices 
consistent with textile and finished goods ceilings and involving some 
trading loss to the Board, The Melbourne Merchandising Ltd. purchases 
all wool required for militury contracts, The prices of machine knit- 
ting cotton yarns and cotton fabrics were rolled back shortly after the | 
general ceiling was introduced to levels prevailing in February 1941 and 
Subsidies to cotton goods manufacturers to compensate for increased im=- 
port costs of raw cotton were uuthorized, Raw cotton, flax, wool, rayon, 
selected textile munufactures, and certain fibre and fibre products are 
eligible for subsidy. The range of textiles cligible for subsigdyenge 
been progressively narrowed throughout the last year and a half with the 
object of climinating all non-essential items, A great number are only 
eligible for subsidy on prior individual approval. As a result of anti- 
clipatory lerge-scale buying st rensonable prices, no subsidy on raw 
cotton was necessary during 1942/43, The eost of import subsidy on 
imported raw cotton snd cotton products during 1943/44 is estimated at 
approximately $24 million, 


Leather, Footwear, Glove ond Germent Leather and Hides, 


Subsidies arc paid on leather footweer, on glove and garment 
leather und on hides,’ Meximum manufacturers! prices for shoes were 
rolled beck to spring 1941 levels and a subsidy amounting to 7 percent 
of the value of sales was authorized, A simplification program was 
introduced and the shoe subsidy was reduced to 4 percent in July 1942, 

In July 1946,*as a result of a new distribution of the price squeeze by 
authoriazing a 4 percent discount on manufacturers! purchases from tanners 
and an increase in manufacturers! prices to retuilers, which the Prevaiier 
is required to absorb, the subsidy in its original form was’ discontinued | 
although some type of government ussistance is to be continued to those 
tanners who necd a subsidy, 


A subsidy wes slso granted to glove und garment leather manufacturers, 


A reduction was made in this subsidy in August 1942 end a further modifica= 
tion has recently been made. 


Raw hides and skins and certain types of leather und leather 
products, G,yg. sole louthur, heve begn eligible for import subsidy. 


Lumber 

Various subsidics have bcen paid to both producers and reteilers 
on certain types of lumber,. These subsidies huve new been withdrawn and 
pricc incrvuesos ct all levels authorised. A new subsidy hes been 
uuthorized to offsct these price increases for certain groups of consumers 
such us farmers, fishermen, end other individual civilisen users, who 
purchase lumber from time to time for use in their personal trade or 
oceupetion or for maintenance and repair purposes. This subsidy 18 to 7ge 


ie ae 


paid in the form of « rebate at a temporary rate of 10 percent subject 
to revision in the future on a regionsl basis after nny necessary re- 
visions in retail prices which may be teken. 9 
Containers ree 

One of the major cost problems under the Canadiun price ceiling 
has been that resulting from the increasing costs of contuiners. Suk- 
Sidies are now payable on fruit buskets und containers and on cheese 
boxes. This operates as an indirect type of subsidy on the products 
packed in these contuiners und also us & tochnique of subsidizing the 
cost of lumber entering into consumer products. 


Fuelwood 


in order to reduce un acute wood fucl shortage in British Columbia 
lust winter a subsidy wis paid on several types of wood fucl to ensure 
essentisul supplics und in special causes on abnormally high transporta- 
ween costs. | In order Go prevent en anticipeted.genoral wood fuel 
shortage this winter, u subsidy of a $1 per cord was authorized in 
April 1943 to «11 dealers on commercial fuclwood eut before June 30, 
19438. a The period was later extended to December $1, 1943. 


6. Cost of Subsidy Program 3/ 


No precise figures ere aveilable indicating the cost of all war- 
time subsidies paid to stabilize prices and/or to encouruge production 
mm VCRnedee  pouween the establishment of the price ceiling «nd March 31, 
1943, a total of approxim.tely $68.5 million was peid out in subsidies 
or incurred on trading losscs by the Commodity Prices Stabilization 
Corporation and the three other corporetions opersting under the Prices 
Board - The Wartime Food Corporation, the Cansdian Wool Bourd, snd the 
Wartime Salvage Ltd, Of this tote1, roughly $31 million wus paid out 
on domestic subsidies, $10 million on miscellaneous import subsidies, 
24 million on petroleum imports, «nd close to $33 million incurred 
on trading Losses, 


Food end agricultural product subsidies accounted for upproxi- 
mately $27.6 million, of which 85% were domestic. Non-food subsidies, 
on the other hind, amounted to approximately $54 million of which $24 
million was pxid out on petroleum imports, ubout $4.4 million on other 
imports, «nd only $5.8 million on domestic products. 


& 


1/7 WETB, Monthly Summary August 1943, pp 3 and 4. 
Ef BPs Cx S465, April 29,1943, 
| 3/ Tables I through V attached to this memor:ndum. 
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During ml Dalen ryeor 1942, the De spertment of hee mS 
pr id out « totel of $71.2 million in subsidics, of which $54, 9 millio: 
was puid in conneetion with prceewor progrims of wheat reduction and’) 
preiric farm cassistunce. Only approximately $16.2 million was paid 
wartime subsidies such as the feed freight ogssistince program, the fe 
wheet drawback and the apple ¢ .ssistunee sad Beh i's 


Estim.tos of expenditures on subsidics payt.ble in 1945/44 by. 
the Commodity Prices Stabilization Corporation umount to $119 million 
which $40 million is to be paid out on domestic products, 364 million 
imports (including $24 on petroleum und $24 million on ruw cotton und 
cotton ikea poh 1s awe on trading AOSBEH y, No on ure 


ure no more than rat PUESSEB » ew Cat ined Benn “luton sineo 
the estimates were pre eat Male wid yates unre subject to Chi DEG Ba 


Domestic food und cegricultur:] product subsidics (including 
i iiteagnck Lae, ure pane sae to be sine $30.4 eae che the degen 


food producer subsidics Heel this year ore now cig he the Departmen 
of Agriculture, No estimate is given for import subsidies on food and 
KerLeul tured penal but these will be very sm.]1 since mony of the by 
products on which subsidies were peysble last your are now subject to. ua 
Pane und sale by the eee ‘tion. chon LOsate on coe will foal 


effect Ln Pooawbey 1942, Gener ove onelaige ure ee mciaaae on 
e.nned fruits cond vegetables end $1.5 million on potatoes. | | 


Non-food subsidies will sccount ve $74 million, of Bes rou, 
$50 million will be pid out on imports of petroleum und raw cotton un 
cotton fabrics, Another $5 million will be paid out on wool amports end 

$13 million on trading losses covering such products as bindertwine and 
cotton yorn for menufucturing twine, wool yarns «nd fabrics, chemicals — 
Por (fertilizer, ond, industragd La Only $7.8 million is to be pet 
on domestic products, of which $2.3 millions is AUER for by the 
subsidy on leather footwear «nd glove «and gurment loather both of whieh 
hive been greatly redueed if not entircly © EAVES Lumber ecoun 8 
for $1,1 million, coul §1,3 million, und soap and shortening, which 
although offictslly designated as a domestic subsidy is subsidized 
largely bccuuse of the greut increuse in imported fats and oils, wad 
be responsible for nearly $2 million. 


No compireble estim.tes are available covering subst an to. be a 
paid by tho Department of Agriculture. An estimate for the lender | 
year 1943 indicates th:.t approximetely, $100 million will ao paid. — About 
$28 sacle ae of ie Lis Uae atl by Bi wheat se ll re pro- | 


on neuer ent $10 WlTion on milk, “82, 6 on Cane Met es: 5 million on the 
feed wheat drewerck ond cca ire ren akan 1h el 5 on Dah 
sold for cunning, $2.3 on upplos, : 


2 
j 


ip cea 8 Loma a “Ue 


asd 


The current annus] rate of wartime subsidy pxyments on food, 
agricultural «nd non-food items muy be very roughly cstimated ut $190 
miidiion or more, The cost cf sll subsidies puyuble on food und agri- 
cultural ‘products in 1943/44 muy be very roughly estimated at « mini- 
mum of $100 million. These figures‘do not include whatever sum muy 
have to be puid out in the form of a drewbick or subsidy to millers 
on wheat. In fiscel yerr 1942/43, « totel of $3 million was paid out 
by the Deopartmend of Trade and Commerce for’ this purposc. The govern- 
ment hus now become the sole purchaser of whcat at a price which is 
considerably higher thun thet prevulling Isst year. Meintennnce of 
e¢ilings.on flour prices will therefore cost considerably more than 
lust year. No figures sre sveilable for trading losses which m.y. be 
incurred by the Cinadian Wool Borrd, the Vartime S:.lvage Ltd., or the 
Wartime Food Corpor:.tion (the latter corporation is now inactive), 
Finally, the figure does not include subsidies, e.g. coul, which my 
be paid by the Depurtmuent of Munitions und Supply. Certain items cre 


&Pso not included in the estimute of total food ind agricultural 


product subsidics (see attached tables), 


The total cost of current subsidics is upproximately 2% of 
1942 gross niutionil income, end about 4% of tote1l war expenditures 
estim.ted for 1945/44. An equivalent sum in the United Stetes based 
on the difference in nations 1 income would be $3 billion. 


~ 
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7. Conelusion Nhs Pe 


The provision of the Canadian wage ceiling authorizing ~ 
the payment of cost of living bonuses to compensate for increases 
in the cost of living index has presented special problems of Prd Ces Gas 
control. tt lair over wages and Salaries was considered essential 


Sabranueed pis the same time as “the pais ee guda Gwen In crise 
however, to ensure the support of labor the government guaranteed the 
payment of bonuses if the cost of living was not stabilized. For 
every one point increase in’ the cost of Deities index a he i of p 254 


Although the price ceiling was effective in ‘CHO most 
price increases the prices of many staple foods, particularly meats, 
continued to increase through 1942. The cost of living index rose 
2.4 points between October 1, 1941 and July 1, 1942, necessitating the 
payment of an increased cost of living bonus of 60¢ a week to approxi= 
mately two and a half to three million workers subject to the wage con 
trol and bonus order. Four months later. the index had risen another 
-7 points, threatening another increase in the cost of living bonus. 
The Board feared the effect on the price ceiling of cost increases 
ing from further bonus payments. Furthermore, certain important grou 
are not Ae Gae any for cost of eee bonuses. It therefore seemed mor 


than to Remienaate an increases ehiounh the payment of “pomuses 


Direct seuaa of wart ations in ne cost of ene nae was to Re 

achieved through a policy of selective reduction of retail prices an 
the payment of subsidies wherever this was necessary. Milk, oranges, 
tea and coffee were the items selected for this purpose in December, © 
The price of fluid milk sold to consumers was reduced by 2¢ a quart KS, 
at retail. Maximum retail prices for tea and coffee were reduced 10g" 
and 4¢ a lb., ea ds ha bots and appropriate reductions wore made at — a 
i) all levels. Although nsither tea or coffee constitute important items — 

Mies in the index,. they are widely consumed and the fact that the entire, . 
bared supply of both aati is purchased and sold by the government con 
tributed to the case of a price reduction, which merely involved lowe ine 
the government selling ea Orange prices were reduced to base perio¢ 
levels by removing the customs duty and the war exchange tax and author= 
izing a subsidy to meet increased import costs. The total weight reBagitay 
these four foods in the food component of the cost of living index is 
18%, approximately 6% of the total cost of living index. ‘Shortly afte: 
wards banana prices were ip Sania nee means of the removal of the custom 


—— 
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on butterfat increased. As a result of these reductions, together 
with some seasonal declines, the food index fell 5.5 points by 

January 1, 1943, and the total index declined 1.7 points thus eliminat- 
ing the immediate necessity of increasing the cost of living bonus, 

By the use of this technique, subsidies are not paid to finance wage 
increases but are paid to prevent wage increases. 


In spite of the considerable drop in the cost of living 
index as a result of the price rollback for those goods, the index 
has continued to increase and by October 1, 1943 was 1.4 points above 
the figure for July 1942, when the last cost of living bonus was author- 
ized, necessitating an inorcase in the bonus of 35¢ a week. Although 
the subsidy policy adopted last December in regard to milk, oranges, 
tea and coffee was designed to use subsidies to prevent any increase 
in bonus payments, the government has not continued this policy and has 
evidently decided not to attempt to hold the cost of living index 
rigidly stable at least to the extent of avoiding increases in the 
bonus by means of subsidies. 


In connection with this particular subsidy technique it is 
perhaps of intorest to note that subsidics were not necessarily paid‘ 
on the commodities which had shown the greatest price increases and 
because of which subsidies were considered necessary. Increases in the 
price of beef and other meats, for example, had been the major cause of 
the rise in the cost of living index. One logical remedy would appear 
to be the payment of a direct subsidy on meat but the Board apparently 
rejected this proposal. In the absence of control over livestock prices 
and because of the particularly ccomplicated price structure of meats, it 
may have been considered too difficult to exercise the proper control 
over a meat subsidy. Since, however, the purpose of the subsidy program 
was to stabilize the total cost of living index and since the Board 
pointed out that the payment of subsidies was not intended to benefit 
any particular industry or firm but was merely a method of stabilizing 
prices in general and protecting the consumer, it did not appear illogi- 
cal to select the recipients of subsidies on the basis of administrative 
and economic effectiveness of control rather than of special need. For 
this reason the Board selected commodities such as tea, coffee, milk 
and oranges, which presented relatively simple subsidy problems as well 
as constituting important items in the cost of living. In two cases, 
tea and coffee, the supply was purchased and sold entirely under govern- 
ment auspices. In the other two cases the source of supply and the fact 
that the price structure was already subject to control at all levels 
were important factors. 


The importance of effective price control as a factor in 
stabilizing labor costs cannot be overemphasized. The Canadian 
government realized that the wage ceiling could not be held or even 
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justified unless the cost of living was ‘stabilized. Although compen- 
satory increases in labor income in the form of cost of living bonuses 
were guararitecd in the event living costs did increase, the price contr: 
and subsidy »vrorram has been administered at least until recently par- 
ticularly with a view to preventing increases in the cost of living — 
index, since increased bonus paymonts would in turn exert increased . 
pressure on prices and encourage the spiral of inflation. In one pare 
oN ticular instance; described above, a subsidy was nuthorized specificall 
to prevent the index from rising bans to avoid un increase in the cost 
of living bonus. The flact that Canadian price control has kept the 
cost of living capde oe nae mere ve Sf in the Pit hei Weieaia 
since the ceiling \ 
wages. .Sinee the Bhnadl ae aomuciorat repestedly s 
trol cannot be effective without the payment of aiesateees we direct 
relation of subsidies to the stabilization of labor cests is obvious. 
It is true that Canadian labor has criticized the cost of living index 
‘as a true measure of the cost of living and has increasingly protested 
the strict administration of the wege ceiling demanding increases in 
ware rates. The National nee Le Pee dail has SO on ae refused to authori: 


been abnormally low, No Dea ats for inereases sh wage rates is per- 
a mitted to correct inequitable conditions or in cases of hardship. In- 
fortunately statistics on the trend in Wee rates ‘since the establi shme 
of the ceiling are not available. 
earnings in eight leading intgeet ce are Ara ae and na hae eee 
has been an increase of approxinately 13% in weekly earnings since the ~ 
tablishment of the ceiling it, is dus Haake partly to increases in wage 
rates. The inocreass in earnings is due mainly to longer hours, overtim 
at higher rates of pay, increased production: at pL oeaea te et -uper 
and other factors. eae 


Organizod labor has besome inovewlanely dissatisfied with | 
the wage ceiling during the past two years, and has demanded its rele 
tion. Bonus payments are not on an equal basis. Some workers receive 
weekly bonuses of (4.60 to compensate for the: full increase in the cost | 
of living index since August 1939 whils others are only eligible for) 
the 95¢ bonus authorized since the Gia id udienhis of the oeiling, Worker 
4 are demanding a complete: overhauling of lubor policy and legislation yy) 
ti many strikes. have becn called,to back demands for rooopnition as well” 
ie as wage increases, ‘Last spring ths War Labour Board hold open hearings 
a the Lage anges Sader and pl isis a a kts and roeommenda HGR ay 


of revising a Wege cot line mihinen a Tt. La anticipated sie the - wage 
ceiling may be relaxed at least somewhat and the bonus scheme rejected 
nh with bonuses .now se incorporsted within-the wage structure itself. 
if This appears to be the reason why the government decidud not to continue 
a subsidy policy designed to prevent increases in bonus payments. 


+ 
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Since it is clear that the bulk of the domestic subsidies 
are paid on foods and other agricultural products, s brief description 
of agricultural price policy should. be of interest. The general price 
ceiling covers all goods anda broad range of services Vi with a few 
exceptions principally in the agricultural field. 


Farmers? prices on sales to dealers and processors of many 


_important food products such as livestock, poultry, eggs, and dairy 


products have been exempted from the price ceiling. Wholesale and 
retail prices of these products, however, are subject to ceilings. 

The prices of fresh fruits and veretables were originally exempted 

from price control at all levels. From time to time during the past 
twenty-two months, however, ceilings over the prices of and markups 

on many fresh fruits and vegetables have been introduced in order to 
prevent the prices of these foods (from advancing to or remaining at 
unreasonably hich levels. Wo domestically grown fresh fruits and, with 
One possible exception, no green veretables are included in the Canadian 
cost of living index although these products are important items in 

the cost. of. living. 


These exemptions have been authorized because price control 
of these products particularly at tho farm level is verv difficult 
dut to wide seasonal Pluctuation in supply and prices, to regional 
differenees, to the large number of individual transactions, and par-~ 
ticularly ami the case of fruits and vegetables to wide: variations in 
size and quality. It was hoped that ceilings at the processing and 
wholesale level would operate to keep farm prices down to reasonable 
levels. On the other hand, farm production costs have increased, par- 
ticularly labor costs (wages of farm labor are exempt from the wage and 
salary ceiling), and it has been necessary to increase agricultural pro- 
duction tremendously particularly in the livestock and dairy products 


field to meet war requirements, both domestic and military, as well as 


export commitments to Great Britain, which has relied heavily on Canada 
for many food products. Subsidies have been particulkrly necessary in 
this field in order to maintain and increase agricultural production 
while at the same time maintain domestic ceilings over consumer food 
prices. The fact that it has been found impracticable in many instances 


to’ place price ceilings over agricultural products particularly at the 


producing level has* been a major factor necessitating the payment of 
subsidies in this field. Effective price control is an important factor 
in an effective subsidy program. Thé absence of price control over live 
cattle has, for example, made control of meat prices at the processing 
and retail level particularly difficult at various times although the 


lf Including public utility, and transportation rates, warehousing and 


storage, repairing, manufacturing processes performed on a custom 
or commission basis, and the supplying of meals, 
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price, supply and distribution situation appears to be fairly satis- 
factory now in spite of the fact that live cattle are still exempt 
from control and processorst and retailers! prices are subject to 
dollar and cents ceilings. It is important to realize, however, that 
the Canadian Prices Board has unrestricted and final power to control 
all agricultural prices. There is no statutory or administrative 
limitation om the power of the Board to fix prices at any level. 


The necessity of subsidies as a technique of effective price 
control has been consistently 2mphasized throughout the two years of 
the Canadian price ceiling. In a speech before the Chicago Better 
Business Bureau in the spring of 1943. ‘Be Mr. Donald Gordon, Deputy. 
Governor of the Bank of Canada end Chairman of the Wartime Prices and 
Trade Board, said “our experience leads me to say, rather definitely 
that a price csiling policy cannot be successful unless there is an 
acceptance of this principle and a judicious but unhesitating application 
of it when the need is apparent", Furthermore, Mr. Gordon went on to 
say “we have found in practice that it has not been necessary to pay out) 
anything like the sums which some pessimists predicted*. He emphasized 
that “we have found that our declared willingness to provide such subsidies 
has enabled us to....reach agreements between parties providing for aia. 
sharing of increased costs without actually paying a subsidy at all", 
arid that he is convinced thet in many cases such arrangements could nou, 
have been made “if a willingness to subsidize in case of a proven Neca 
had not been expressed in advance™, 


In another speech Mr. Gordon argued “If instead of subsidies, 
price increases were allowed to take place, then not only would you ™ 
have indiscriminate and haphazard dislocations of inflation but as wellg 
the elected representatives of the people would have no means of influenc- 
ing the situation", 2/ By the use of subsidies the distri butron a7 sega 
increases mey be effectively and equitably controlled by the government. 
“Nor can we make one rule for food prices and another for other kinds of 
commodities", continued Mr. Gordon. “Food prices represent one-third of 
the wage earner's cost of living and higher food prices bring higher 
wage rates™. 3/ 7 4 

Although total price stabilization subsidy payments, exc Luding 
subsidies paid primarily as production incentiyes rother than prices 
stabilization measures, may amount to $120 million or more during the 
current fiscal year, it has been estimated by the Prices Board that 


ay "The Planning of Wartine Controls in Canada", an address by Donald Gordor 


Chairman of ths Wartime Prices and Trade Board before the annual meet- 

ing of the Chicago Better Business Bureau, Chicago, February 9,: 1943. 
a Annual meeting of the Vancouver Board of Trads, Jariuary 26, 1945g p. 4 
3/ Annual meeting of the Vancouver Board of Trade, January 26, 1945, p. 6. 
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savings to the Canadian consumer as a result of the first year of 
the price ceiling amounted to approximately $400 million. 


The effect of subsidies on production is extremely difficult 
to ascertain'and evaluate. Subsidies paid by the Prices Board through 
the CPSC are primarily price stabilization subsidies although such 
programs as the dairy products subsidies, originally paid by the CPSC 
and now paid by the Department of Agriculture, are now considered 
primarily production subsidies. In any svent a price stabilization 
subsidy is directly or indirectly a production subsidy as well since 
it is only instituted in cases where essential production would not be 
forthcoming under existing price ceilings. It should be recognized, 
however, that there are many other factors, particularly in the agricul- 
tural field, as important as subsidics in limiting or promoting produc- 
tion such as weather conditions and the availability of labor and mechani- 
cal equipment. Furthermore, the effectiveness of a production subsidy 

- Should not be determined solely in the light of absolute increases in 
production. A subsidy may have been necessary just to maintain production 
Or to prevent a scrious decline. Although it is difficult to determine 
the exact effect subsidies have exerted on production in Canada, 1% 
should be pointed out that agricultural production has increased signi- 
ficantly during the war periods. For example, hog marketings in 1942 
were 93% higher than in 1938, cheese production was up 60%, poultry 

-approximately 32%, eggs slightly more than 28%, cattle marketings 
nearly 18%, and total milk more than 8%. During the first nine months 

-of 1943 inspected cattle slaughtcrings were up 9% over last year, hog 

-slaughterings were up 7%, fluid milk production was up 9%, creamery 
butter production 135%, and milk used for concentration purposes had 
increased 6%. Production of cheese showed a marked decline but the 

. price and subsidy policy followed had been designed to increase butter 
production even at the expense of cheese output, Declines in vegetablé 

_and fruit production this year resulting inevitably in smaller packs 
of canned products may be attributed primarily to unfavorable weather 
and labor conditions, On the whole it appears reasonable to state 
that the Canadian subsidy program has proved a useful and necessary 
production incentive technique. 
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CANADA: SUDSIDIES PAID cur 2 tr coer PRIOES ‘aie 
STABILIZATION CORPORAPTON: Uy i € : 


vag 


January 1, 192 through March ‘3, roe 


WH 


Domestic ee ! AMO he ‘a ae yt ee 


Milk - producers 

Milk - consumers 
Butterfat — 
Footwear 

Garment Leather 
Harness 
ute Goal 
ccna Canned Fruit and Venetanies 
ie Groceries and Household items 
Strawberries re Pyare Ud RAG Kurt 
Cereal (Producti hide Light eS oe 
Pit Props and Mine Ties } Ait 
Fertilizer 

Butter - transportation 
Butter ~ inventories 
Cheese Boxes 

Tea and Coffee Uyvontortes mn 1 ay OI a 
Peaches | eat AO eae ae 
Fuelwood (British Columbia) Es ele hen 

Wagon Mine Coal i PN a ent 
Freight on Flaxseed COMO MUUia RC EMUD HDi nie 


‘Laport Subsidies : peg Oe 


Animals, Agricultural Products, 
Fish and Provisions pin 
Sugar, Molasses, and Manufactures 

“Beverages 1/ Wea LO NSN dee Nate 
Pulp, Paper and Books 2/ . CMRP 2S ORT LE SESW NET oe ae 
Chemiosls,) Drugs) Olle and Paint ay’ GRIN Aria 2h Ud 
(including fertilizers and ) a 
excluding petroleum) 
Petroleum / ! 
Earths, Earthenware and Sy Crenane sip 
Metals and Manufactures at 


“Wood and Vanufactures Daan ig A : | a ati ie 1,819.98 


other Fibres and. Silk, eae Re NOTIN PC Je SSL aE EA 


+) 


and ianufactures Bsa aT ae GSN Pees . : | ne ee, bps h3 
| | 1,797,620. 65 


Move |). 1) Sai a61, 686.81 
$ 2,111,363.28 


otal Domestic and Inport We nan a qiGa 


67,272, 890.13. 


ee we a Ash } Grand Total $67, 718,149.53 


Pe 


Dominion of et aa of the Wartime Prices and Trade Board, 


‘The entire artes paid on grapefruit juice. 
af crap hoy a ae a papers 


Office of Price Administration 
Division of Research 
October 25, 1913 


GT OR CeCe \ 
Foreign Information Branch Pa) a 
ee "CANADA: ESTIMATED 19)3/lL SUBSIDIES PAYABIE BY 
ed THE COMMODITY PRICES STABILIZATION CORPORATION = 
i 


Domestic Suosidies 


Beas 3 
at Basket manufacturers 
oy Butterfat 
we Butter stocks | 
-— Ganned fruits and vegetables 
ete: Cereal products 
5+ \Gheese boxes 
fe Coal 
Jane Coffee and tea inventories 
ve Frozen eggs 
es Fertilizers - (transportation) 
N Glove and garment leather 
pad ¢ Groceries and household items 
i: Leather footwear 
a Tamber ) 
ss Milk = production 
ss Milk = consumers 
Re Soap and shortening 
viel Peaches 
—-—s«#Pit props and mine ties 
‘ae Pit wood 
Potatoes 


Transportation - foodstuffs 
Ifiscellaneous 


Total 


«Import Subsidies 

Raw cotton and cotton fabrics  - 
Petroleum products 

Wool : 

Miscellaneous 


Total 


-. Estimates for the Fiscal Year Ending Marth 31, 19h 3 


+e Se eee 


1,200,000 


~ $2,000,000 


a) c nt 
role fae t ad ¥: Y 


es 10093000 i 
5 000. oe 


or. 3,000,000 


__1,500,000_ 
$0, (0 


11,000, 000 
#6. 000, 000 


ae (imiustetst) 
Beeswax 

Bindertwine 

- Bristles 

et te we GALT Y hie 

Cheese box materials 
Chemicals ee aaa 
Cocoa benn 

— Cotton cae for bindertwine 
Peried Trust... 

_ Wool yarns and fabrics 


a and Import 
peeeet aoe 


ree ae nes 


oe House oa Commons bepaves, tay, 1943, De 1633-3), 


Total estimated expenditures 


oe ee = rine eat 


hee cettan yarns and Porte: yh a and isa) but these Semen ies 
will also be subject to domestic and/or import subsidies and estimates 
under subsidies include anticipated trading losses. 


atone Bee pikanes March 31, 19h) = Cont ae 


# 700,000 

20,000 

21;0,000 

2),0,000 
10,000. 

60,000 

2,100,000. 

~ 500,000 

‘ 5,600,000 
1,200,000 


| 1,000, 000 
Total $15,000, 000 


101,000, 006 - 


119,000,000 


1,000,000 


$120,000, 000 


Office of Price Administration 
Division of Research 
October 25, 193. 
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TABIEA TUE (0 1% 


CANADA: SUBSIDIES PATD IN 192 Ot AGRICULDURAL PRODUCTS — 
(EXCLUDING THOSE PAID BY COMMODITY PRICES STABILIZAT LON 
CORPORATION AND OTH*R CORPORATIONS OPFRATING UNDER THE 
| WARTIME PRICES AND TRADE BOARD) © 


Wheat Acreage Reduction Program eat $22,297 70 
Prairie Farm Assistance . 1 i ae 
Prairie Farm Income 19,20 
Total | 551,,943,8 
Apples . ames 2 gee 
Cheese: — quality premium dae 
Cheese -— factory improvement — ee iy 
Eggs - export subsidy ieee 
‘Feed Freight Assistance | ; Pe 
Feed Wheat - drawback WO a oe gee 
ie, | Ker bL baer ia oc 2 RA ae 
4 geo ° . Total ‘gee 


iy ae Grand Total Pig $71,195). 


Source; Financial Post (Toronto), Sentember 25, 1913, pe 2; data sup 
by the Wartime Prices and Trade Board; Appendix to the (Cana 
Budget. 1943 /Ll, Bs Pin Bekele | 

af Does not. SREGAINA: as of drawback ae by the Department of ae 


in view of ee increase in the price “of vheat. The cost Be this ‘a 
back amourted to $3 million in fiscal 192/13 » age 


‘Division ‘of esearch 
Ogtaher 293 1943. 
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TABLE IV 


CANADA; ESTIMATED SUBSIDIES 'TO BE PAID IN 1943 ON AGRICUL- 

TURAL PRODUCTS (FBXCLUDING THOSE FATD BY THE COMMODITY PRICES i 

STABT LIZATTON CORPORATTON AND OTHER CORPORATIONS OPERATING ib 
UNDER ThE WARTIME PRICES AND TRADE BO OARD ) . 


Wheat Acreage Production program . } 25,000, 000 
Prairie Farm issistance | 3,000, 00C 
ai Total. | DB, 000,000. hs 
| ! | i) 8253007000 ay 
i htortat pt | Ma aire 25,000,000 eta 
_ Cheese - quality premiun | 3 WL OO), OOO : 
Cheese ~ factory improvement — in _ 200,000 i 
Cheese - production bonus 3 } 1,000,000 re 
_ Eggs - export subsidy : | , 1,0, 000 
ereed: Freight Assistance i i 2 O00 O00 
Feed Wheat - drawback ceo 
Fertilizer . ds 750, 000 
‘Fruits (to be processed into jan) 50, 000 
Milk (producers) : 10, 1,00, 000 
egetables sold for processing : 1,500, 000 
) Alfalfa meal . Sa eNeatlR ; 100, 000 On 
Wiperley Ufo | 7,000, 000 os 
Wlexseed 2/ | | 1,600, 000 i 
sO eal | Gia | 6,000,000 
| ttesionp 
Total $72,365,000 
/ Grand total $100,365,000 3/ 


‘ 


Financial. Post corn V4 September EVO NSLS RIGOR 


Hh, Payments in connection with export ‘price equalization ae 

Oey) rading loss. 

- Does not include amount of subs ids, drawback or trading loss which will 

be incurred by the government in connection with maintaining stable 

wheat costs to millers. In 192 this subsidy took the form of a dra 

cae to millers paid by ne Department of Trade and Commerce and eaten 
Peto ss milion in fiscal: 19 2/43. Ube ceilings on flour prices are to be 
maintained the cost of ite subsidy or dravback will be considerably. 

greater in 1913 due a the increase in the price of wheat. 


i Office of Price Administration» \\\ 
3 Bi Division of Research. | hath 
October 25,.19L3 5% 
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TABLE V. 


hs CANADA: SUMMARY OF COST OF WARTIME SUBSIDIES 
one | | 1942/43 end 1943/44 


et Total Subsidies (including trading losses) Paid Out- 
nee : By Commodity Prices Stabilization i tei Aa 
ae January 1, 1942 - March 31,' 1943 
bs “natal guhetdden hwtna, trading losses) 
Total Domestic 
Total Import 
Total Trading Losses 
Total Subsidies Paid on Food and 
Agricultural Products 1/ 
Total Domestic i/ at 
Total Import af 
Total Non-Food Subsidies 1/ 
Tatal Domestic 1/ ~ 
Total Impert af 


Total Trading Losses Incurred by Other Corporations 
iG Operating Under the Wartime Frice and Trade 
‘, Board, January 1, 1942 = March 51, 19435 
AS Wartime Food Corporation 9, 
; Canadian ool Board 
Viartime Salvage Ltd. 


Total Subsidies Paid on Agricultural Products 
(excluding those paid by Corporations Under 
Wartime Prices and Trade Board) in 1942 4/ 

Wheat Reduction, Prairie Farm and 

rh Income Assistance Programs 

iat . Other 


hy Total Estimated Subsidies( including trading losses) 
ye Payable by Commodity Prices Stabilization 

ae . Corporation Fiscal Year 1943/44 

Best Total Domestic | 


Me Total Import 

be | | Total Trading Losses 

a Total Food Subsidies 5/ ; ~ oe 

> aie Total Domestic an is we 


Total Trading Losses 
ae Total Non-Food Subsidies 5/ 
vay Total Domestic 5/ ~ 
iy Total Import 5/_ 

Total Trading Losses 
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Total Hstimated Subsidies Payable on Agricultural 
Products (excluding those paid by Corpora- 
tions Under Wartime Prices and Trade Board) 


in 1943. 6/ $100,365, 000,06 
Wheat Reduction, Prairie Farm and 

Income Assistance Programs 28,000, 000.00 

Other 72,565,000.00 


enema 


_ 


nee ae ee ee 


ee ee ee 


1/ Excludes portion of $1,536,573.39 subsidy paid on groceries and household 
~ items which was paid on foods and non-foods respectively and trading 
losses ineurred on fosd and non-food respectively. 
2/ Excludes portion of $1,797,620.65 subsidy paid on miscellaneous items 
~ which was paid on foods and non-foods respectively. Import subsidies 
paid on beeswax are classified as a food and agricultural product 
subsidy in 1942/43 but trading losses on this commodity in 1943/44 are 
covered under non-food subsidies, 
3/ On Sales of beef cattle in summer of 1942, 
 @/ Excludes drawback paid to millers on wheat. 
b/ Excludes portion of $2 million estimated as payable on groceries and 
~ household items, portion of $1,500,000 estimated as payable on miscel- 
laneous domestic products and portion of $11 million estimated as 
payable on miscellaneous import subsidies, which will be paid on food 
and non-food products réspectively. 
6/ Excludes drawback, subsidy, or trading loss payable to millers on wheat. 


Office of Price Administration 
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